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ILECs Are Not Dominant in the Broadband Market 
I 

I 

L 

The evidence and level of competition has been documented in numerous 
studies, including the Commission's own Advanced Services Reports 

According to a report released by The Yankee Gmup last year, cable m d e m  
providers will rule the broadband age, at least for the next five yma 

The Yankee Group predicted that by the year 2007, over 41 million households 
will have broadband sewices 

millin wit1 h DSL sewice 
j. W hwsehlrts, 24.2 million will have cable m d m  eMce, while only 13.8 

Long distance carries dominate business Internet access sem'ces 
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Previous Commission Findings on Dominant Carrier 
- Regu-lation Establish Costs of Regulation 
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Computer Inquiry Obligations Harm Competition and 
e Consumers By Tipping The Playing Field - Innovation 

.. 

I L  . . :  . .  

H Obligations harm broadband cornpetrtion and reduce consumer welfare 
by slowing innovation, increasing costs and reducing comwitive 
flexibility of one set of competitors 

I Reduced and delayed innowation has a huge mnnornic impad 
I Innomtion hurdles include: 

L Tariff development adds k i d  time to new retail seMm deployment 
Tariff complexity hampers development and roll out 

I BellSouth is forced to signal market and competitors with new products 
Extensive work to create artificial neWork demarcs for briffed services. 
Nextgeneration equipment does not provide demam for regulatory 
purposes - vendors have no incentive to create deman since all but four 
players don't need or want thee dernara 
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1 Computer Inquiry Obligations Harm Competition and 

Consumers By Tipping The Playing Field - Costs 
.._ . 

Increased costs pervade entire operation, raising capital and expense 
costs very substantially: 
I 

rn 

Network inefkiency - BelI5outh is required to tariff services without 
protocol anversion which is generally inconsistent w-Rh ISP customer 
requirements and requires duplicate infrastructure; alw forces Be~lSouth to 
maintain inmcient methods of transporting data to ISP by forcing 
interconnection and access to use same pmtxols 
Operations inefficiency - infrastruaE and Operational systems costs to 
support are signifmntly increased by ONA and CEI requirements 
Compliance costs - tariff development, reporting/amunting - in many 
cases, 3ellSouth has to develop two services to introduce one to the market 
which brings an estimated cost penalty of $50Qk minimum per new sewke 
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I 
Computer Inquiry Obligations Harm Competition and 

J- .. .:Consumers . . By Tipping The Playing Field - Costs 
m .' ' 

I harnples of increased day-today operating costs from Computer 
Inqui ty obligations i mlude: 

Customer trouble handling p r m  for deregulated services 
rquire redundant systems and centers pemnnel. Affected 
services indude Digital Subscriber Line (EL) ,  Dedicated Internet 
Access (DM), Business Tl(E3iz TI), RBAN. 
- Estimated Annual Cost: $13,5M+ annually 

Dual dispatches are often rquired to correct a customer reported problem 
as the true muse of the problem can not always IE determined via remote 
testing. Technicians dispatched on a deregulated customer trouble a n  not 
correct network related problems without going through the nebork 
ticketing p m  which creates a second dispatch often one or more days 
later and the same technician. Installation orders require similar---- 2+ -- - 

separation. Services involved include DSL DIA, BizTl, -- UV. 
- Ektirnakd Annual Cost: $&OM+ annually 
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... ,. . .  

Percent Reduction in 
Operating Margin 

I 

50% 
- 

m Impact of USF on ISPs 
. , .  

With USF contribution Without USF 
contribution 

I I 
L I I 

1 Tariffed DSL senrice I $33 1 month I $33 / month I 
1 ISP Operating Costs I $1 1 / month 1 $1 1 1 month I 
~ ~ 

Retail Broadband $50 / month $50 1 month 

ISP Operating Margin $6 $3 

USF contribution $0 $3 (9.1% contribution We) 
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Bellsouth and .Earthlink Expand High-speed Pact 

I A n n o u m n t  made March 24,2003 

I BeHSouth expanded its agreement with Earthiink, Y icn wit1 allow Earthlink to 
sell high-speed services to more markets in the mutheastern US. 
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I I n  b e  Line Sharing Order, K C  w€ed that ILECS are not requiml to pl-wide their 
DSL service over UNE-P 
I When a carrier pudmws UNE-P, it has XCES tu all feahres and functions of the 

entire loop 
w LIne splitting is available where voim and dab are p w k d  by someone other than 

the I L K  
Nonetheless, 3 states in RllSoluth's region have ordered BellSouth to PK . -  2 
DSL senrice over UNE-Wn direct conhventim of the KC's rules 

r .  

I 

w T k e  state rutings require millions of dollars in system development that could 
be used instead to further deployment of DSL 



In the Broadband Proceedings, the Commission Must ... - 

I 

Follow precedent that Computer Inquiry-type obligaons i m p *  MI 
mmpetiive handicaps that can harm competition and mnsurners 
Follow precedent that similar services mu$ be subject to similar regulation 
Put in@ place a natjonal framework that mqnizes that twd-to-head 
cornpttbn between fadlB-based piwiders will maximize consumer berMb 
'Rmffim conclusion that broadband Internet a m s  ~ r v l c e s  are infomathn 
SeMkZS 

Eliminate the Cum,,I~ui~requiremmb b r  bmdband services 
E Eliminate tariff, El, and requirements 
I Eliminate the rKy&ment&l offer sepambely the whdede mrnpbnent of a mil 

:-3 .'' &gg=- 
1 w ILECS b offer stand-alone broadband transmission services as private 
carriage and not common carriage 
p m p t s t a t ~  regulartion of b d b a n d  services 
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RBAN (Regional Broadband Access 
Network) Architecture 
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